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February 15, 2017

Ms. Karen Peltz Strauss
Mr. Eliot Greenwald
Mr. Bob Aldrich
Mr. Michael Scott
Consumer & Governmental Affairs Bureau
Federal Communications Commission
445 12th Street S.W.
Washington, D.C. 20554

Re: Video Relay Service (VRS) Rates, Purple Communications, Inc. (Purple)
Response to FCC Staff Request for VRS Provider Cost Information
CG Docket Nos. 03-123 & 10-51

Dear Ms. Peltz Strauss, Mr. Greenwald, Mr. Aldrich & Mr. Scott:

In response to Commission staff’s request for VRS provider cost information, Purple
hereby submits the following cost data pertaining to Purple’s provision of VRS (see in particular
Appendix A). As can be seen from the cost data provided herein, current VRS rates threaten to
eliminate participation of the non-dominant VRS providers and risk locking in a monopoly VRS
market.

On January 31, Purple and the other non-dominant VRS providers submitted for the
Commission’s consideration a rate proposal that would create much needed VRS rate stability in
order to enhance providers’ ability to plan and grow, while also generating an estimated total $14
million in cost savings to the TRS Fund in the first four years of the Commission’s
implementation of the proposal.1 The Non-Dominant Providers’ VRS Rate Proposal is provided
below for reference.2

VRS RATE PROPOSAL
Tier Monthly Minutes Proposed Rate

Emergent Rate 0 – 500,000 $5.29
Tier I 0 – 1,000,000 $4.82
Tier II 1,000,001 – 2,500,000 $4.35
Tier III > 2,500,000 $2.83

1 Letter from Purple Communications, Inc., Convo Communications, LLC, CSDVRS, LLC dba
ZVRS, and ASL Services Holdings, LLC dba GlobalVRS to Marlene H. Dortch, Secretary,
Federal Communications Commission, CG Docket Nos. 10-51 & 03-123, at 2, 8-10 (Jan. 31,
2017) (“Non-Dominant Providers’ VRS Rate Proposal”).
2 See also Non-Dominant Providers’ VRS Rate Proposal at 8-10.
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1. Purple Operating Expenses At Volume

The chart below shows Purple’s operating expenses (“opex”) at volume, and shows
Purple’s estimates of the reductions (i.e. economies of scale) achieved as monthly VRS minutes
relayed increase. This chart is derived from and reflects Purple’s 2015 actual cost data, which is
provided in detail in Appendix A.

***BEGIN HIGHLY CONFIDENTIAL***

***END HIGHLY CONFIDENTIAL***

As previously stated to the Commission, and as can be seen from the chart above, Purple
estimates that a majority of the available economies of scale for VRS providers are achieved
when a VRS provider reaches 2.5 million monthly minutes relayed.3 For this reason, the non-
dominant providers have proposed to raise the VRS Tier III minute threshold to 2.5 million
monthly minutes relayed.4

3 Non-Dominant Providers’ VRS Rate Proposal at 9-10, n. 28.
4 Non-Dominant Providers’ VRS Rate Proposal at 8.
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The chart below shows, within each of the non-dominant providers’ proposed VRS rate
tiers, the estimated per-minute cost reductions achieved as VRS monthly minutes relayed
increase in increments of 100,000. This chart is derived from and reflects Purple’s 2015 actual
cost data.

***BEGIN HIGHLY CONFIDENTIAL***

***END HIGHLY CONFIDENTIAL***

As can be seen above, Purple estimates that each increase of 100,000 VRS monthly
minutes results in a ***BEGIN HIGHLY CONFIDENTIAL*** ***END HIGHLY
CONFIDENTIAL*** reduction in the provider’s per minute cost of operation both for
providers relaying up to 1 million monthly minutes and for providers relaying greater than 1
million monthly minutes up to 2.5 million monthly minutes. However, for providers relaying
greater than 2.5 million monthly minutes up to 8.5 million monthly minutes, each increase of
100,000 VRS monthly minutes results in a projected cost savings of only about ***BEGIN
HIGHLY CONFIDENTIAL*** ***END HIGHLY CONFIDENTIAL***. As these
estimates demonstrate, after a VRS provider reaches 2.5 million monthly minutes, continued
growth yields substantially less economies of scale and cost reduction.
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2. Estimated Savings to TRS Fund of Implementing VRS Rate Proposal

By adopting the Non-Dominant Providers’ VRS Rate Proposal, the Commission would
generate an estimated $14 million in cost savings to the TRS Fund in the first four years of the
Proposal’s implementation, as detailed below.5

To calculate the above, Purple estimated the minutes relayed by each VRS provider based
principally on information contained in Rolka Loube’s annual reports.6 Purple then estimated
the total TRS Fund disbursements by provider using: (a) the current 2017 Tiers and rates (to
calculate “Fund Demand 2017 Rates” above), and (b) the rates and tiers proposed by the non-
dominant providers (to calculate “Fund Demand (New Tiers/Rates)” above). The estimated cost
savings to the TRS Fund of the Non-Dominant Providers’ VRS Rate Proposal was calculated by
subtracting the Fund Demand (New Tiers/Rates) from the Fund Demand 2017 Rates values.

Note that in accordance with the partial rate freeze for Tier I Providers, calculations for
those providers in H1 2017 reflect their currently scheduled rate path. For H2 2017 going
forward, the $4.82 per minute rate was used as the “Current” tier I rate. This analysis resulted in
the stated savings to the Fund of $13.9M.

5 See Non-Dominant Providers’ VRS Rate Proposal at 10, n. 31.
6 See, e.g., Rolka Loube Associates LLC, Interstate Telecommunications Relay Services Fund
Payment Formula and Fund Size Estimate, CG Dockets Nos. 03-123 & 10-51, Exhibit 2 (Apr.
29, 2016).
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3. Purple Operating Cost Data

Purple hereby submits its 2015 actual cost data, as previously reported to Rolka Loube.
2016 cost data is not yet available because it is still being compiled for submission to Rolka
Loube.

***BEGIN HIGHLY CONFIDENTIAL***

***END HIGHLY CONFIDENTIAL***
(1) Categories are based on Rolka Loube’s annual cost report.
(2) Based on 2015 actual costs as reported to Rolka Loube.

A chart that breaks out in detail Purple’s 2015 actual costs in each cost category above
has been provided at Appendix A.
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APPENDIX A – PURPLE 2015 ACTUAL COSTS CHART

HIGHLY CONFIDENTIAL INFORMATION
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***BEGIN HIGHLY CONFIDENTIAL***

***END HIGHLY CONFIDENTIAL***


